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Wardair’s International fleet at Gatwick Airport, London 


TO THE SHAREHOLDERS 


Gross revenue for the fiscal year ended December 31, 1970, was up 26% 
over 1969 revenue. Notwithstanding this sizable increase, we incurred a net loss 
of $996,960.00 from 1970 operations. Major contributing factors to the loss were 
the depressed yield from international charter traffic and the high ratio of 
non-revenue flight hours in relation to revenue flight hours relative to this 
operation. 


Our Northern operation enjoyed a good year in 1970. We have reduced 
our Northern aircraft fleet to two Bristol 170 freighters, two DeHavilland 
DHC-6 Twin Otters and two DeHavilland DHC-3 single engine Otters. Never- 
theless, the gross revenue from these aircraft was up 14% resulting in a net 
Operating profit of 11% of gross revenue. While the contribution of the 
Northern operation to gross revenue was relatively small, it provided the only 
net profit we realized in 1970. 


You are no doubt aware of the recent difficulties we had with the 
Transport Commission of the Canadian Government. This problem has been 
resolved to the satisfaction of the Commission by our purchase of charter flight 
performance insurance coverage to protect charterers contracting with Wardair. 
We are most critical of the Transport Commission action, not from the 
standpoint of the issue at hand, which is consumer protection, but strictly 
from the irresponsible and unnecessary method by which the government 
imposed the order to obtain financial guarantees acceptable to it. We are 
most gratified by the tremendous support received from the public during 
this controversy. Letters and telegrams in great volume were received by your 
Company in support of Wardair and the job it is doing in bringing the excitement 
of world travel within reach of millions of Canadians. Certainly these messages 
from the travelling public conveyed to the Canadian Government that charter 
flights are in the public interest. 


During 1970 your Company increased its participation in the Canadian 
Trans-Atlantic charter traffic to 27% of total expenditures for this segment of 
the market. This participation represents an increase of 38% over 1969. The 
overall growth in dollars for all participating carriers was 20%. 
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AIR FARES TORONTO LONDON AND RETURN 
195750) 


PER PASSENGER JAN. FEB. 


FIRST CLASS 


$ 832.00 
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11.4 CENTS 
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200 206.00 
198.00 
177.00 
160.00 
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840.00 11.5 CENTS 
FIRST CLASS 
832.00 11.4 
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500 
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M@® SCHEDULED CARRIER RATES CHARTER CARRIER RATES 


The improvement of our position in the market is more significant when 
the depressed charter rates of 1970 are taken into consideration. By comparison 
to International Air Transport Association scheduled carriers, our pro-rata charter 
air fares on North Atlantic routes were 66%, during off-season, and 61%, in 
the peak travel period, below scheduled economy rates. 


1971 will be a year of challenges and opportunity to effect a substantial 
recovery from the poor operating results of 1970. Based on a comparison of 
flights contracted for 1971 in relation to the same period in 1970, we anticipate 
a substantial increase in our international charter sales volume. In addition, 
effective May 1, 1971 our charter tariffs have been increased approximately 
10% on all unsold business for 1971. 


The revenues generated by the inclusive tour operations during the first 
quarter of 1971 have exceeded our ftevenue projections for the first time in our 
history, and it would appear that after four very lean development years, the 
inclusive tour, or package holiday concept has been accepted by the Canadian 
public. We anticipate record growth in this mode of travel in the coming years. 


Fun Seekers International Ltd., contributed the bulk of this inclusive tour 
traffic and during 1971 we will recover more of the development costs advanced 
to that Company in previous years. 


The Company's headquarters staff was reorganized in late 1970. In 
addition, the detailed operating plan for control of expenditures was refined 
for 1971 and all departments of the company are operating under very strict 
budget restraints. In conjunction with these controls, some reduction in personnel 
has been effected for 1971. As a result we believe we are now in a much 
stronger position to cope with the tremendous growth and continuous change 
which has become a characteristic of the charter air transportation industry. 


Your Company is a service industry. Wardair’s reputation for high standards 
of efficient courteous service and operational reliability were again maintained 
in 1970 and would not have been achieved without the loyal support of our 
employees. Once again, the adage is proved; people are one of our greatest 
assets. 


cones f 
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MAXWELL W. WARD, 
President. 
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Admiring the famous Jungfrau, 
Switzerland 


Windsor Castle, Berkshire, England 


Wardair flight crew on the Mediterranean Coast 
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WAFRDAIR CANADA LTD. 


GROWTH OF CANADIAN CHARTER MARKET 


PRO-RATA TRANS-ATLANTIC CHARTERS BY DOLLAR VALUE 


1970 1969 1968 1967 


PARTICIPATING CARRIERS DOLLARS PERCENTAGE DOLLARS PERCENTAGE DOLLARS PERCENTAGE DOLLARS PERCENTAGE 


Canadian Scheduled 
Carriers $13,303,435. 26.5% $10,418,037. 25.17% $253,213. 9.6% $ 2,542,953. 14.4% 


Canadian Regional 
Carriers $_6,800,268. 13.6% SES 72 lod 9.1% $ 3,690,852. 14.1% $ 947,799. 5.3% 


i —_—L 


$20,103,703. 40.1% $14,190,168. 34.2% $ 6,222,065. 23.7% $ 3,490,752. 19.7% 


Wardair Canada Ltd. $13,680,912. 27.3% $ 9,935,241. 23.9% $ 7,549,077. 28.7% $ 4,153,812. 23.5% 


Total Participation By 
Canadian Carriers $33,784,615, 67.4% $24,125,409. 58.1% $13,771,142. 52.4% $ 7,644,564. 43.2% 


Foreign Scheduled 
Carriers $ 6,753,000. 13.5% $ 7,623,378. 18.3% $ 5,127,760. 19.5% $ 5,415,490. 30.6% 


Foreign Non-scheduled 
Carriers $ 9,553,537. 19.1% $ 9,831,584. 23.6% $ 7,373,158. 28.1% $ 4,651,186. 26.2% 


Total Participation By 
Foreign Carriers $16,306,537. 32.6% $17,454,962. 41.9% $12,500,918. 47.6% $10,066,676. 56.8% 


Total Value of All 
Carriers $50,091,152. 100.0% $41,580,371. 100.0% $26,272,060. 100.0% $17,711,240. 100.0% 


Growth In Traffic Over 
Prior Year — 
All Carriers 


Growth in Traffic Over 
Prior Year — 
Wardair 37.7% 


Source: Canadian Transport Commission Charter Flight Approvals 


WAH DAIF? CANADA LTD. 


REVENUE AND EXPENSES - INTERNATIONAL OPERATIONS - 1970 
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Be REVENUE EXPENSES IN THOUSANDS OF DOLLARS 


WARDAIR CANADA LTD. 


STATEMENT OF EARNINGS AND RETAINED EARNINGS 


FOR THE YEAR ENDED DECEMBER 31, 1970 


(Note 1) 
1970 1969 


OPERATING REVENUE $16,446,470 $12,971,259 


OPERATING EXPENSES 


Flying operations 11,228,489 7,523,776 
Aircraft, traffic and passenger services 2,817,495 1,880,512 
Sales and promotion 927,524 841,198 
General and administration 674,678 583,944 
Depreciation and amortization 97,66 1,0 


11,928 237 


ee ee, 


Income (loss) from operations 1,043,022 


INTEREST ON LONG-TERM DEBT 561,704 598,049 
(961,080) 444,973 


OTHER INCOME (EXPENSE), net : (35,880) 42,425 


Earnings (loss) before. income taxes . (996,960) 487,398 


Provision for income taxes (Note 7) — 90,678 


NET EARNINGS (LOSS) (Note 7) (996,960) 396,720 


Retained earnings .at beginning of year 2,634,648 2,237,928 


ee ee 


RETAINED EARNINGS AT END OF YEAR $ 1,637,688 $ 2,634,648 


EARNINGS (LOSS) PER SHARE (Note 5) (31¢) (Ge) 


WARDAIF CANADA LTD. 


ASSETS 


CURRENT ASSETS 
Cash 
Accounts receivable — trade 
— other 
Inventory of materials and supplies, at the 
lower of cost and net realizable value 
Prepaid expenses and deposits 


FIXED ASSETS, at cost 
Flight equipment 
Land, buildings and equipment 


Accumulated depreciation (Note 2) 


OTHER ASSETS (Note 3) 
Advances and deposits 
Deferred charges 


Signed on behalf of the Board 


MAXWELL W. WARD, Director 
W. T. BROWN, Director 


1970 
$ 1,428,768 
182,796 
108,200 


837,146 
490,482 


3,047,392 


13,675,793 
1,450,963 


15,126,756 


3,483,876 


11,642,880 


620,361 
690,160 


1,310,521 


$16,000,793 


BALANCE SHEET AS 


_ (Note 1) 
1969 


$ 423,726 
638,210 
163,472 


718,447 
459,261 


2,403,116 


13,486,820 
1,317,346 


14,804,166 
2,626,641 


12,177,525 


704,291 
542,205 


1,246,496 


$15,827,137 


DECEMBER 31, 1970 


EVA B DE hi Es 


CURRENT LIABILITIES 
Bank indebtedness (secured by an 8% 
fixed charge debenture) 
Accounts payable and accrued liabilities 
($800,000 secured by chattel mortgage) 
Charter prepayments 
Current maturities on long-term debt 


PROVISION FOR AIRCRAFT OVERHAUL 
LONG-TERM DEBT (Note 4) 


SHAR Ean Ove DE Rise 


CAPITAL STOCK (Note 5) 
Authorized 
5,000,000 common shares of no par value 


Issued 
3,237,400 shares 


RETAINED EARNINGS 


EvQvuilatiay, 


1970 


$ 1,500,000 


3,091,464 
938,386 


870,370 
6,400,220 
821,995 
6,127,614 


1,013,276 


1,637,688 
2,650,964 


$16,000,793 


(Note 1) 
1969 


$ 1,250,000 


2,341,201 
523,844 
885,000 


5,000,045 
706,393 
6,472,775 


1,013,276 


2,634,648 


3,647,924 


$15,827,137 


10 


WARDAIFR CANADA LTD. 


STATEMENT OF SOURCE AND APPLICATION OF FUNDS 


FOR THE YEAR ENDED DECEMBER 31, 1970 


(Note 1) 
1970 1969 


SOURCE OF FUNDS 
Net earnings (loss) $ (996,960) $ 396,720 
Non-cash charges 
Depreciation 1,127,263 1,042,407 
Amortization of deferred charges 77,242 56,400 
Provision for overhaul 115,602 153,274 


Funds provided from operations 323,147 1,648,801 


Sale of fixed assets net of gains and losses 68,840 363,823 
Advances and deposits 83,930 — 
Proceeds from issue of 9.55% Debenture _ 800,000 


475,917 2,812,624 


APPLICATION OF FUNDS 
Fixed asset acquisitions 661,458 1,888,431 
Deferred charges incurred 225197 397,909 
Reduction of long-term debt 345,161 894,966 
Advances and deposits = 307,368 


DECREASE IN WORKING CAPITAL 755,899 676,050 


Deficiency in working capital at 
beginning of year 2,596,929 1,920,879 


DEFICIENCY IN WORKING CAPITAL AT END OF YEAR $ 3,352,828 $2,596,929 


WARDAIF CANADA LTD. 


NOTES TO FINANCIAL STATEMENTS 


FOR THE YEAR ENDED DECEMBER 831, 1970 


RECLASSIFICATION 


Where applicable certain 1969 figures have been reclassified to 
permit comparability with 1970. 


DEPRECIATION 


Fixed assets are being depreciated on the straight-line method 
using varying rates calculated to amortize the cost less residual re- 
covery over the estimated life of the assets. 


OTHER ASSETS 

Advances, in the amount of $605,361 ($694,291 in 1969) have 
been made for the development of Inclusive Tours. 
Deferred Charges Amortization 1970 1969 


Training expense ten years to 1980 $582,564 $421,367 
Debenture issue the term of the 

expense debentures 74,664 81,064 
Predelivery expense nine years to 1979 SVX BBD 39,774 


———1 
$690,160 $542,205 


1970 1969 


LONG-TERM DEBT 


9.55% Debenture, due February, 1975; with 
monthly instalments totalling $710,000 
in 1971, $935,000 in each of the years 
1972 to 1974 and $70,000 in 1975; 
secured by first fixed and floating 
charges on all property and assets and 
other security $3,585,000 $3,795,000 


6.50% Convertible Debenture - Series A, 
due September 15, 1982; with annual 
purchase fund payments of $150,000 in 
1971, $200,000 from 1972 to 1975, 
$250,000 from 1976 to 1978, $300,000 
from 1979 to 1981 and a final payment 
of $550,000 in 1982. These commitments 
may be satisfied by cash payment, 
purchase of debentures in the open 
market at par or less, by redemption 
Or conversion to comon shares $3,150,000 $3,290,000 


Loan payable to a director, with interest 


at the prevailing bank rate; no fixed 
terms of repayment $ 200,000 $ 200,000 


Mortgages and agreement for sale; 
repayable by nominal instalments; 
secured by charges on specific assets $ 62,984 $72,775 


$6,997,984 $7,357,775 
Current maturities $ 870,370 $ 885,000 
$6,127,614 $6,472,775 


The terms of the 9.55% Debenture provide restrictions on capital 
expenditures, the payment of dividends, salaries to officers, and 
retirement of sinking fund debentures prior to maturity. 


The 6.50% Convertible Debenture — Series A trust indenture 
provides for: redemption at the option of the company, in whole or 
in part, subsequent to September 15, 1972 and before maturity at 
varying prices reducing from 106.5% to 100.65%; restrictions on the 
payment of dividends, salaries and issuance of share options to 
officers; the conditions under which additional funded obligations 
may be issued. 


CAPITAL STOCK 


The 6.50% Debentures — Series A are convertible into common 
shares at the option of the holder on or before September 16, 1974, 
at the rate of $6 per share to September 15, 1972 and _ thereafter 
at the rate of $7 per share to September 16, 1974. 


Of the authorized and unissued common shares, 1,025,000 shares 
have been reserved to provide the maximum number of shares that 
may be required for conversion of the outstanding 6.50% Debentures, 
and for the share purchase option which the company may elect 
to grant to the lessor of the Boeing aircraft (Note 6). The issuance 
of these shares will have no dilutive effect on earnings per share. 


COMMITMENTS 


The company has under lease until April, 1976 a Boeing 727 jet 
aircraft at an annual rental of $772,500 (U.S.) for each of the years 
1971 and 1972 and $737,000 (U.S.) thereafter. The company has the 
option to purchase the aircraft at the expiration of the lease for 
$990,695 (U.S.). 


The company also has under lease until February, 1979 a Boeing 
707 jet aircraft at an annual rental of $1,358,000 (U.S.) with an option 
to purchase the aircraft at the expiration of the lease for $1,500,000. 


Under the terms of the lease on the Boeing 707 aircraft, the 
company has granted an option to the lessor to acquire, during the 


thirty day period after April 27, 1976, 100,000 shares of the company AUDITORS’ REPORT 
at $1 per share. Also, under the terms of the lease on the Boeing 
727 aircraft as amended, the company must, between November 27, 
1975 and April 27, 1976, pay the lessor $1,516,000 (Cdn.) or grant 
an option to the lessor for a thirty day period to purchase such 
number of shares at $1 per share which together with the 100,000 To The Shareholders 
optioned shares shall total 10% of the company’s authorized capital 
stock as constituted on the option expiry date. y 
e ad Wardair Canada Ltd. 
Among other things the lease agreements restrict payment of 
dividends, redemption of stock and similar distributions. s i 
- We have examined the balance sheet of Wardair Canada 
A hangar and office facilities are being leased for varying periods 


up to 1978. Ltd. as at December 31, 1970 and the statements of earnings 
and retained earnings and source and application of funds 
for the year then ended. Our examination included a general 

: ; : review of the accounting procedures and such tests of account- 
The company claims capital cost allowances and other deductions 


allowed for income tax purposes in excess of (in 1970 less than) ing records and other supporting evidence as we considered 


the related amounts reflected in the accounts, and provides in its necessary in the circumstances. 
accounts only for the taxes payable on its taxable income for the 
year. 


INCOME TAXES 


; . : Except for the effect of income taxes on earnings and 
This accounting treatment differs from the tax allocation basis ined 5 lainec nnn 7 j nee th 
under which the income tax provision is based on earnings reported retained earnings as explained in Note 7, In our opinion these 


| in the accounts. If the tax allocation basis had been followed in financial statements present fairly the financial position of the 
} current and prior years, loss for the year would have been reduced D b 31, 1970 dth It € it 
| by $522,000 (earnings would have been reduced by $112,000 in 1969) company as at December , and the results of Its 


and reported earnings (loss) per share would have been: 1970 - (14c), operations and the source and application of its funds for the 
1969 - 09c. The cumulative amount by which retained earnings would h dedi d ith Il d 
have been so reduced to December 31, 1970 is $415,300. ,year then ended, in accordance with generally accepte 


\ accounting principles applied on a basis consistent with that 
Notwithstanding the fact that the Accounting and Auditing 


Research Committee of the Canadian Institute of Chartered Account- of the preceding year. 
ants recommends the tax allocation basis for all but regulated 

corporations, company management does not concur that this method 

is appropriate. The capital cost allowance on flight equipment allowed 

for income tax purposes is substantially in excess of the depreciation 

recorded in the accounts. Consequently the deferred tax liability 

which results from the tax allocation basis will be indefinitely post- 

poned, and accordingly there should be no necessity to provide for 

an amount where the payment date is indeterminable. 


RIDDELE STEAD Teo: 


DIRECTORS’ AND OFFICERS’ REMUNERATION Chartered Accountants 


Remuneration of directors and officers in 1970 amounted to 


$98,900. March 4, 1971 
Edmonton, Alberta 


“FUN” in Acapulco 


PTTL eee 


— Wardair’s Boeing 727, CF-FUN 
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DOLLARS CAME FROM 


International 
Traffic 


Domestic 
Traffic 


Retained 
Earnings 


AND WENT TO 


Supplies 
and 
Services 


Fuel 


Aircraft 
Maintenance 


- Depreciation 
Salaries 


Interest and Taxes 


STAT (si tes 


FINANCIAL 1970 1969 1968 1967 
Funds - Provided oi 
by operations $ 323,147. $1,648,801. $1,340,700. $1,228,000. 
Long term debt repaid 359,791. 855,000. 599,700. 128,000. 
Shares outstanding 3,237,400. 3,237,400. 3,235,400. 3,195,400. 
Earnings per share (30.8c) 123¢ 11.7¢ 30.3¢ 
Yield per international 
passenger mile 2.5¢ PLGKE 3.2¢ 3.7¢ 
Operating earnings as 
per cent of revenue (2.4%) 8.0% 8.3% 18.7% 
Revenue as per cent 
of invested capital 108.7% 87.6% 68.5% 90.3% 
OPERATING 
International Revenue Service: 
Aircraft miles (000’s) 4,958 2,653 2,037 1,143 
Passenger miles (000’s) 590,770 432,878 253,241 117,224 
Freight ton miles (000’s) 462 2,231 — —_— 
PERSONNEL 
Average number 
of employees 429 340 300 231 


DISTRIBUTION OF SHARE CAPITAL 


Number Of 
Residence of Shareholder Shareholders Shares Held Percentage 
Canada 1,402 3,197,045 98.76% 
United States 16 39255) 1.21% 
Other 5 1,100 03% 
1 423 3,23 7,400 100.00% 


WARDAIF CANADA LTD. 


FLIGHT HOURS - INTERNATIONAL OPERATIONS - 1970 & 1969 AIRCRAFT HOURS AVAILABLE - INTERNATIONAL OPERATIONS - 1970 
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B REVENUE HOURS NON-REVENUE HOURS TOTAL HOURS: 1970 - 10,139 HOURS 
1969 - 6,469 HOURS 


Wardair flight crew on The Acropolis, Athens 


' — Picaddilly Circus, London 
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Over the Arctic Coast 


17 


MAXWELL W. WARD 


T. L. SPALDING 


G. D. CURLEY 


A. B. FREEMAN 


G. N. R. BELL 


DIRECTORS: 


MAXWELL W. WARD 


M. D. WARD 


ES CS INICHOEES 


R. L. BORDEN 


W. T. BROWN 


President, 
Wardair Canada Ltd. 
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